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SOME PERILS OF THE POSTAL SERYICE -I. 

BY HENBY A. CASTLE, AUDITOR FOE THE POST OFFICE DEPAETMENT. 



The people of this country, through their trustee, the Federal 
Government, are conducting the most gigantic business enter- 
prise in the world — the United States Postal Service. The rami- 
fying operations of this institution are being constantly expanded, 
and the vast volume of its pecuniary transactions is rapidly in- 
creasing. 

That there may be a menace hidden in the manifest tendency 
to widen the sphere of a thing so popular, so useful, so necessary 
to our advancing civilization, will be a startling proposition to 
many readers. 

The wonderful success which has attended this incursion of 
our government into the domain of state socialism, the accuracy 
and promptness with which this service is performed, have en- 
couraged theorists who believe in extending the limits of govern- 
mental action to demand further experiments in the same line, 
all of them, strangely enough, to be attached to this already over- 
loaded system. Every success attained by the intelligent and 
devoted servants of the Post Office Department, in carrying on 
its present operations, strengthens the arguments of those who 
advocate the imposing of additional functions upon it. 

The postal service has earnings as well as expenses, receipts 
as well as disbursements, and it differs in this feature from other 
departments of the government. On this account, the work of the 
Bureau over which I preside, which is the counting-house and 
clearing-house of the entire system, is doubled in all its parts; 
since both the income and the outgo must, in all their items, be 
carefully audited and accurately recorded. The Auditor's Office 
is a branch of the Treasury Department, in order that its func- 
tions may be exercised in complete independence of the adminis- 
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trative heads of the postal service. Prior to 1836, the Post Office 
Department kept its own accounts, auditing its own payments 
and allowances. Very serious scandals arose from this procedure, 
and, by recommendation of President Jackson in the year named, 
the present system was inaugurated. 

The facts disclosed in our last annual report, that the grand 
aggregate of postal receipts and disbursements approximated 
$715,000,000 for the year which ended on June 30th, 1900, in- 
volving the handling by 515 employees in the Auditor's Office of 
36,000,000 separate money vouchers, give some idea of the labor 
and responsibility involved in this work. 

The items which go to make up the sum total of monetary 
transactions just given, are as follows: 

Revenues of the postal service $102,354,579.29 

Expenditures of the postal service 107,249,298.13 

Total amount of money-orders issued 255,670,027.98 

Total amount of money-orders paid 249,120,285.82 

Aggregate $714,394,191.22 

The revenues are largely derived from the sales of stamps 
and stamped paper; and a ledger account of these sales, together 
with credits for services and disbursements, must be kept with 
each of the 76,691 postmasters now in office. The average amount 
of 33,000,000 domestic money-orders issued annually is $7.90; 
the debit and credit for issue and payment of each order must 
be carefully audited, and a ledger account kept with each of the 
30,024 postmasters authorized to deal in money-orders. Every 
order so issued and paid comes to the Auditor's Office as a voucher, 
where it must be handled five times, and checked twice by the 
postmaster's accounts, before the latter can be accepted as correct 
for entry in the money-order ledgers. 

The enormous increase in aggregate money transactions may 
be gathered from the fact that they are exactly one-third greater 
in 1900 than in 1896. 

The growth of the postal service is much more than an index 
of the nation's advance in population and wealth. It is the meas- 
ure of a marvellous development of intellectual activity. The 
service is a colossal educational institute, quickening the mind 
and energizing the spirit of our entire people. Its expansion, 
compared with other elements of progress, has a startling sig- 
nificance. 

The population of the United States in 1790 was 4,000,000; in 
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1900, it is over 76,000,000. The wealth of the people, in real 
and personal property, prohably aggregated $2,000,000,000 in 
1790, and is conservatively estimated at $80,000,000,000 in 1900. 
The number of post offices was 75 in 1790, and is 76,691 in 1900. 
The postal revenues were $37,975 in 1790, and $102,354,579.29 
in 1900. 

Therefore, while the population of the country has increased 
19 to 1 in one hundred and ten years, and the wealth of the 
people 40 to 1, the number of post offices has increased 1,000 to 1 
and the revenues of the service 2,700 to 1. 

Meantime, the rates of postage have been reduced to a frac- 
tional part of those then prevailing, the speed of transmitting 
mails has been incredibly accelerated, safety and accuracy have 
been inconceivably increased, and innumerable features have been 
added to the service which the officials and patrons of those days 
lacked even the capacity to imagine. 

In the light of these revelations, we may cease to wonder that, 
in volume of financial transactions, in number of officers and 
employees, in variety of functions and multiplicity of details, this 
service exceeds all other departments of the government com- 
bined. It is only a tangible incident of that unchallenged su- 
premacy that the "blue book," or official register of the Post Office 
Department, is larger than its companion volume, which enumer- 
ates the servants of the nation in all its other branches — executive, 
legislative and judicial. 

The phenomenal expansion which has characterized our postal 
system in the past has not only enormously increased the number 
of its employees and the volume of its transactions, but has en- 
grafted upon it many additional features which were undreamed 
of by its founders. The primal idea was simply that of trans- 
porting letters and periodicals. There have been added what may 
properly be termed legitimate extensions of these functions, such 
as parcels-post or express service, free delivery by carriers, special 
delivery and the registry system — all of which may be called mes- 
senger service — the pneumatic tube service, railway postal car or 
travelling distribution service, and other minor attachments. 

There has also been added a money order system, which has 
no direct functional relations with the mail service proper, as 
originally contemplated, but is a phase of banking business — 
the sale of domestic and foreign exchange. 
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The splendid executive faculty of the American race seems 
to have no limit to its capacity for extending the scope of finan- 
cial and commercial enterprises. A business institution in private 
or corporate hands, as large as our postal service has become, 
could doubtless be managed on the administrative side without 
serious danger of collapse. Its growth along legitimate lines, 
both by increase of volume of business and addition of necessary 
new features, could, perhaps, be contemplated with equanimity 
on the theory that ability to manage grows with the responsibili- 
ties incident to management. 

But whether such an enterprise under government auspices 
and subject to the vicissitudes of national politics, not only as to 
its general policy but as to the changing personnel of its execu- 
tive heads, can continue to expand indefinitely, is a question for 
serious consideration. If our greatest railway systems, for ex- 
ample, were liable to have their ten or twelve leading officials 
changed every four years for purely political reasons, by which 
change new and entirely inexperienced persons were to be brought 
in, with all the risks incident to such a change, it is probable that 
the financial results on the market value of their securities would 
speedily reflect popular distrust of such methods. That the pos- 
tal service is now so efficient is unquestionably due to the honest 
enforcement of Civil Service principles among its vast army of 
employees, and to the exceptionally able, devoted officials who 
have, by good fortune, been evolved through a very hazardous 
scheme of political selection during recent years. 

Whether that good fortune can be trusted in the future to 
provide competent heads to manage the indefinite expansions of 
this great institution, remains to be seen. It is absolutely certain 
that to break down the Civil Service system now prevailing among 
subordinates, and to restore the whole department to the tender 
mercies of political manipulators, would bring chaos and con- 
fusion. In other words, we have built up a gigantic industrial 
and financial enterprise, the continued efficiency of which as yet 
depends far too much on the mutations of national politics. 

These remarks apply to the purely administrative side of the 
problem. There is another side, which, even in the present 
status of affairs, suggests a far more menacing danger. The un- 
sentimental, unattractive, unpopular work of auditing and book- 
keeping, so that complete cognizance may be kept and complete 
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accuracy assured in all the diversified branches of this institution, 
is the one in which all associated with that responsibility discern 
many imminent perils. 

The American accounting system, entirely independent of the 
heads of the several executive departments, is the thing which 
stands as a restraint upon expenditures, being the right arm of 
the law-making, appropriating power, and holding all executive 
branches to a strict compliance with the wholesome restrictions of 
the law. Corrupt and decaying nationalities, such as Spain and 
Turkey, have no such system. The vigor of this function is a 
measure of our safe and solid national growth. The Auditors' 
Bureaus keep the accounts, scrutinize all the vouchers, see that 
each expenditure, however trivial, is made in compliance with 
law, and that the sum total of expenditures for any object does 
not exceed the appropriation made by Congress therefor. 

This accounting system, so far as it relates to the postal 
service, has been the growth of sixty-four years, and ought to be 
by this time measurably complete. If it were perfect in its or- 
ganization, ceaseless vigilance would be required to keep it in 
successful operation. But serious defects are disclosed, some of 
which cannot be remedied without additional legislation and a 
largely increased clerical force. During the present administra- 
tion, at least one hundred improvements of greater or less impor- 
tance have been made, some of them touching vital faults in this 
protective armor. Other defects, still more serious, have been 
pointed out by the head of the Bureau, but no adequate means 
have as yet been furnished him to apply the remedies. 

Strange to say, the very corner-stone of the foundation of all 
debits against the postal service proper is entirely lacking. Sub- 
stantially the whole revenues of the Post Office Department, 
amounting to over $94,000,000 a year, accrue from the sale of 
postage stamps, postal cards and stamped paper. These articles 
are delivered to the Department by contractors, and thence for- 
warded to postmasters for sale to the public. But no account 
has ever been opened on the books of the Auditor with the Depart- 
ment itself for these supplies. This account should have been 
started when postage stamps were first introduced, say fifty years 
ago, and kept continuously until this time. Similar accounts 
have always been rigidly kept, by the' Auditor for the Treasury 
Department, with the Commissioner of Internal Revenue when- 
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ever revenue stamps have been required by law. But, until very 
recently, it seems not to have occurred to anybody that this pro- 
ceeding was necessary in the postal service; and it is doubtful 
whether the reform can be inaugurated until a considerable in- 
crease of clerical force shall have been granted. 

Attention has been called by the Auditor, in at least three 
annual reports, to the notoriously defective methods employed in 
auditing claims for railway mail transportation. The expendi- 
tures under this head now aggregate more than $32,000,000 an- 
nually, and would seem to require special attention for the purpose 
of ascertaining amounts due before payment. But the Auditor's 
Office is not supplied with any of the data necessary to confirm 
the reports made to him by the Post Office Department as to what 
is due to each railroad quarterly for such service ; and, if the data 
were supplied, there are no clerks available to make the audit. 
This glaring defect has been commented on in very severe terms 
by the Comptroller of the Treasury, the appellate officer of the 
whole accounting system, in a published opinion. The Auditor 
has appealed to Congress in vain for the additional help necessary 
to do this important work. 

If this business were carried on by a partnership or corpora- 
tion, it is safe to say that its accounts would be kept in such a 
manner that the profit or loss on each branch thereof could be 
readily ascertained. Unfortunately, there is abundant evidence 
that heavy losses occur in several branches, and it is equally un- 
fortunate that the present accounting system has no method of 
ascertaining what those losses are. The different features are so 
interwoven, and there are so many expenditures as to which no 
attempt at sub-division among these features has been made, that 
the profitable elements are made to carry the unprofitable elements 
with little or no attempt to discover the amount of deficit, or to 
apply a remedy. All the public business of the country transmit- 
ted through the mail — including documents, correspondence, 
postal supplies, etc. — is carried without any compensation, and at 
a loss amounting in the aggregate to millions of dollars. Weekly 
newspapers carried free in the counties where published consti- 
tute another heavy item of total loss. Other newspapers, periodi- 
cals, serial novels and many thousands of tons of wholly unde- 
serving "second class matter," pay only a fractional part of the 
cost of transmission. The money-order system is conducted at 
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a loss known to exceed $100,000 per annum. And the burden 
of seeking to make a profit which shall cancel these losses falls 
on letter postage alone, the writers of letters being thus taxed for 
the benefit of patrons of these several losing ventures. 

It is a lamentable defect in our accounting methods that no 
attempt has ever been made to properly distribute expenses among 
the different branches. If the Government would pay, by ade- 
quate annual appropriation, for the transmission of its own mail 
matter; make another annual appropriation to cover losses on 
second class matter; advance money-order and registry fees so as 
to cover full cost of those conveniences; reduce to a reasonable 
figure rates paid for transporting mails by railroad, and secure 
absolute honesty in weights thereof — then the annual deficit would 
be wiped out and a large annual surplus would replace it. Out 
of this surplus, the service could be improved in many ways, and 
better salaries could be paid to deserving classes of employees who 
now receive less than they fairly earn. And, as the growth of 
business increased this surplus, the possibility of "penny postage" 
could be contemplated as something more tangible than an irides- 
cent dream. 

It is manifest that the entire accounting organization needs a 
thorough overhauling, and that its present status is full of peril, 
when we consider the certain rapid increase in business which 
each coming year must bring. An intelligent comprehension of 
the condition of different branches of the service can only be had 
by a correct determination as to the receipts and expenditures of 
each, such as would be secured in any private or corporate enter- 
prise of equal magnitude. 

The present administration of the Bureau is utterly powerless 
to effect such reorganization. It would require carefully matured 
legislation and a very considerable increase in the number of em- 
ployees. 

The dangerous concomitants which have been thus far sug- 
gested pertain to the postal service proper, that is, the collection, 
transmission and delivery of the mails. The money-order system, 
which is entirely outside those functions, and is, as has been stated, 
merely a phase of banking business, is a most popular and useful 
experiment in paternalism. It is a wonderfully convenient thing 
for the great masses of the people, and it is managed with en- 
lightened zeal and energy by the Department officials who are 
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charged with its administration. They work hard to make it 
safe and convenient, and to rapidly extend its operations. 

Nevertheless, this service swarms with incongruities, tempta- 
tions and perils, some of which should be corrected, and the 
contemplation whereof should at least inspire caution against 
embarking in other more extraneous and less excusable ventures. 

In the first place, it has been conclusively demonstrated that 
the government is carrying on this business, in competition with 
private enterprise, at an actual loss. Statistics published in an- 
nual reports are made to show a large profit on the sale of money- 
orders, but those statistics take no account of many items of 
expense connected with the system which are paid out of other 
appropriations. Among these expenses are blanks, blank books 
and printed matter, clerical force in Post Office Department and 
Auditor's Office, service of Post Office Inspectors in money-order 
cases, salaries of money-order clerks in first and second class 
post offices, a proportionate share of postmasters' salaries, rent, 
light and fuel expenditures, etc. When all of these legitimate 
charges are taken into account, it is found that there is a very 
large balance annually on the wrong side of the ledger. 

It is pointed out in the last Auditor's report that at least 
$75,000,000 of money-order funds are, by the present accounting 
system, at all times nominally in the hands of postmasters un- 
accounted for. The postmaster who sells orders transmits his 
reports of such sales to the Auditor, by whom they are necessarily 
held for a period averaging five months, before the orders, which 
constitute vouchers, can be assembled, assorted and checked 
against the reports. Not until that time are the postmasters' 
cash receipts properly accounted for. Meantime, there is abund- 
ant opportunity for heavy embezzlements and defalcations, which, 
in fact, are constantly occurring. 

The opportunities for forgery are numerous, and forgeries 
outright, as well as successful attempts to raise the amount of 
money-orders, are of frequent occurrence, especially since a recent 
ruling of the Post Office Department permits money-orders to be 
paid at offices other than those on which they are drawn. Inno- 
cent postmasters, in almost every case, suffer by these forgeries; 
and, when the amount involved is large, they usually secure relief 
through Congressional action, the ultimate loss falling on the 
postal revenue. 
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Temptations to defalcation and embezzlement on the part of 
postmasters are enormously increased by the considerable amounts 
of money handled by them in connection with the money-order 
service. Postmasters are entitled to carry a reserve sufficient to 
meet any reasonable call for payment of orders drawn on them. 
This reserve is a' sacred trust fund and should always be kept 
intact and held ready for inspection. But, among the 30,000 
postmasters who sell orders, there are, of course, a proportion of 
dishonest, improvident or careless persons, who, in spite of all 
precautions taken by the authorities in Washington, dissipate 
these funds, and when confronted with their fault must take the 
consequences. Here, again, comes a loss to the government. If 
the bondsmen are insolvent, the loss is total. If they are solvent, 
Congress is appealed to for relief, and is seldom appealed to in 
vain. 

A vivid illustration of ludicrously defective methods in money- 
order accounting which prevailed for several years, may be inci- 
dentally mentioned here. When I assumed the duties of Auditor, 
I found that all the accounts of the issuing postmaster were settled 
by checking his entries, not against the order which he had sold, 
but against a stub or coupon detached therefrom by him, which 
was supposed to state the amount of cash he had received. Ac- 
counts aggregating probably $600,000,000 had been settled in the 
Auditor's Office by this free and easy method. It was precisely 
like settling a customer's account at bank on his own list of 
cheeks issued, verified by the stubs of his check-book, without any 
scrutiny or comparison of the checks themselves. Orders could 
be, and were, issued for $100, entered on the coupon at $1.00, 
and the difference pocketed by the issuing postmaster, without 
risk of detection, since only the coupon, or stub, was compared 
with his statement. This was a time-saving device which had 
been put in operation with the sanction of law, but in utter 
defiance of the plainest dictates of business prudence. It was my 
pleasant privilege to promptly abolish this amazing procedure. 
In doing this, I was able to go back only six months, and recheck 
postmasters' accounts by the vouchers instead of the coupons. 
This operation disclosed over three thousand frauds and errors 
of greater or less magnitude, amounting in the aggregate to many 
thousands of dollars; and, by a strange fatality, ninety per cent, 
even of the so-called mistakes were against the government. How 
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many more thousand mistakes and embezzlements lie concealed in 
the untouched accounts which antedate those we revised, will 
never be determined. 

Under the current practice of paying money-orders at offices 
other than those on which they are drawn, an evil-disposed person 
could buy ten $100 orders at the New York city office, payable in 
Philadelphia; hold them for a short time; apply for and pro- 
cure duplicates; present the latter at the Philadelphia office and 
receive payment; then immediately collect his original orders at 
Baltimore, and have abundant time to disappear entirely from 
public view before the fraud could be detected. 

These statements of a few out of many palpable defects in the 
present service or its accounting methods, whereby embezzlements 
are invited, and frauds may be and, in fact, are constantly being 
perpetrated, will be sufficient to indicate to any thinking man, 
acquainted with business matters, the dangerous nature of the 
purely commercial enterprise in which our government is engaged. 
This enterprise has as its agents more than 76,000 postmasters, 
with each of whom is lodged more or less discretion involving 
opportunity and temptation. To more than 30,000 of these post- 
masters is committed the additional responsibility, with still 
larger opportunities and temptations, of dealing in exchange, on 
the credit of the government, and handling in trust a volume of 
money amounting in the aggregate to $255,000,000 a year. In 
addition, there are the 36,000 clerks and carriers employed in 
post offices, each with his own special field of possible operations 
of a fraudulent, financial character; and there are the railway 
mail clerks, the post office inspectors, the agents and employees 
of the new rural free delivery service, and the vast army of 
contractors for mail transportation, each of whom is a sworn 
officer of the government, under bonds to perform his duties. As 
has been intimated above, the task of maintaining the adminis- 
trative organization of this enormous force, holding all its diverse 
elements to a strict, prompt and accurate discharge of their 
duties, gigantic as that task is, does not compare in difficulty 
with the other far less attractive one attached to the accounting 
bureau, which is obliged to gather up all the innumerable details 
connected with the financial responsibilities involved. This 
latter' task, owing to rapid growth in all branches of the service, 
is advancing to a bewildering magnitude in aggregate figures. It 
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already approaches the thousand-million a year mark, and its 
strides are being accelerated year by year. Taking the service as 
it is, without any additional extraneous branches, the business 
and the labor are growing so much more rapidly than any other 
element of our social economy that we may properly pause to 
inquire: Whither does this all lead? Where will all this end? 
There is somewhere a limit to safety in this process of active 
expansion, even on its present basis. It must be manifest to any 
careful thinker that this limit to safety, this danger line, will 
probably be reached soon enough without unnecessary stimulus. 

If ever a breakdown occurs in our governmental machinery, 
it is likely to be in the accounting office of our postal service, 
through adding weight to a burden which is already almost too 
grievous to be borne. 

It is not beyond the power of human wisdom to devise means 
for perfecting the system which now exists, and taking care of 
any reasonable, legitimate growth thereof, provided ample means 
be granted therefor. A largely increased clerical force is needed 
now to take up the work thus far necessarily neglected, and a 
further liberal annual increase is needed to keep pace with its 
steady expansion, along established lines. 

But as to the new features, such as the postal telegraph, the 
postal savings-bank, the postal railroad system and other schemes 
which are being influentially and persistently advocated — that is 
another story. Henry A. Castle. 

\(To be continued.)^ 



